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DURING 1950 business expenditures
for produeers’ durable equipment moved
higher, though by the end of the
yorr they hnd nei as yet regained the
earlier cyelicel peak resched in the
third quarter of 1957. The decline
from that high extended over a four-
quarier period, and wes the maost
pronounced of the postwar period.
Since the summer of 1958, speading in
this aren hes rigen one-fourth, and is
cwrently an expansionary foree in the
recoveary of total output nnd employ-
menb,

T'his resurgence in producers’ durable
equipmens demand hes been uneven in
its impact upon the various indusiries
contributiog to the new ateck of private
capital squipment. All the supplying
industiies have rccovered from their
mo=t recent oyclical lows, though at
virying rates, and their relation now to
previgus cyclical highs shews consider-
able dispersion.

This sriicle analyzes the recent
behavior of the several machinery indus-
tries to illustrote the mooner in whick
Lusiness fixed investment decisions di-
rectly offect output. It should be
nated, however, that while investment
in muochinery and cquipment provides
& very large morket on its own—current
expenditurcs at an anhual rate of $28
billion necount for some & parcent of the
U8, sutput of oll goods and services—
ita total effect on the economy is con-
siderably greater due fo the vole of
investmont sz & prime determinant of
the volume of buginess nelivity and to
the volatility of producers’ capital out-
inys.

Two imojor quolifications may be
noted. First, thiz article omits from
detailed conaiderntion business pur-
chases of troneportastion eguipment,
though theso enpital goods neeount for
one-fourth of totnl prodwcers’ durabls
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equipment. The jot programe of nir-
lines, the freight car programs of tha
vailroads, and business purchases of mo-
tor vebicles hove baen of particular im-
portance in the fluetuations that have
oecurted receatly.  The investment
programs of the airlioes—both foreizn
and domestic—ore umrsually lorge for
the coming yaar,

Second, activity in the machkinery
industry is not concerned exclusively
with producers’ durable eguipment,
althaugh such demand provides its
principnl mnrket. The industry also
sells t0 {he cooswmer (notably radios,
phonographs, television, and housshold
appliances), to Government {electronics
and communications agquipment sales
accouné for & significant part of defense
outlays), ond o foreign markets.

Demand from thess major sources
has often diverged from bupiness de-
mond, ond this bas tended to dampen
Hustunationa eansed by swings in busi-
ness investment ond has sffected the
industry’s growth in recent years.
Currently, for example, machinery salas
have posted new highs, despite the less-
merked recovery in investment.

Shifts tn investment

Cyelical changes in equipment ex-
penditurea have had o greater ampli-
tude both in 1ecession and recovery than

"hos econemie activity as a whole. In

sach of the three postwar swings, as can
be zoont in the chort, the declins in fixed
investment hos heen relatively much
greater than the decrense in gross na-
tional product which ineludes the
eydically-insensitive setvice expondi-
tures, the partially offsetting Govern-
ment outlays, and the less sansitive
nondurable consumer goads.
Downturns in these appregates hava
been generally close with producara”
durabls equipment expanditures logging

behind the recovery in overall cutput,
In both 1954 and 19538 the trough in
total GNP was reached two quarters
before that in eguipment cutlays, nnd
in 1048-50 the difference wns one
quarker,

Threughiout the yostwal period busi-
ness expenditures for equipment have
been muintained 2t o high rate along
with the general expansion of the econ-
omy. After the initial surga to catch
np with wartime-sogendered doeficicn-
cies, producers’ durables have averaged
5 tp & percent of total cconomic cutput
in surrent dollers; and the current ratio
18 about the same 28 in 1928, The ratio
is elightly lower when expreased in con-
stant dollars, although in this part of
the sconomy where the long-term qual-
ity gnins are an cutstonding charncher-
iztic, the deflation process is capecially
breseh with limitetions. The investment
m new equipmend under conditions of
rapidly advaneing technology of the
postwar perjod has resulied in cost
smelioretion and enlaged markets.

In the final months of 1959, expendi-
tures for producers’ durable equipment
were o a seesonally adjusted annusl
roke of close to $28 billion, about one-
fifth higher then the 1958 yearend rate.
This rise bas considerably cutatripped
that of construction in the busincss
field. The inoresse in squipment pur-
chosing from the fmt (o the second
quarter of 1050 was partieulady
maorked—82 billion st a seasonslly ad-
justed amnual rate—but the sdvance
slowed down in the latter half of 1856 ns
supply restrictions on stecl produsts de-
[nyed the amount of equipment put jn
placa,

Capiial goods recovery widespread
By pwrchasing industry, the recovery
in capital goods spending hes been
foicly widespread. Exeopt for the pub-
12
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lic atilities #ll mejor groups incrensed
their outlaya during 1959. The gains
wore relatively largest in she &Grans-
pertation fisld, whera the roilroads and
trucking firms bave made o marked
recovery from previous declines, while
the airlines bnve been making record
expenditures under long-range plane
programs that were estoblished con-
giderably in advance of the lntest cycle.
Mozt mining and manwlactwing in-
dustries stepped up investment in dura-
bie equipment in 1%6%, though the
petrolaum  industry—with  sspecially
large imvestment through mest of the
postwar pericd—has held its outlays
stendy since the frst quarter of last
year, '

Character of machinery rearket

The eyclicnl fluctuntions in invess-
ment demand bova their direet coonier-
part in the ups and downs in machinery
manufacturers gele (geo chart). That
manufgcturers of investment pgoods
have faced a market vory much more
volotsie than that for producers entering
to copsumpticn stemsa largaly from the
nnture of the products themselvas:
Thair relatively high cost nnd lang life
influenees buainess decisions and makes
replacement and exponsions subject to
short-run evaluations as to the timing
of capital commitments,  Frofic move-
ments mflaenee not only the hoasic deci-
siong but aleo their timing.

Bnrely in a mochine replaced simply
becnnsa it is physically spent, nor tre
new plante usually equipped with exact
duplicntes of exiating facilities. Prime
stimuli to producers” outlayz hove de-
rived rather from edvances in technol-
ogy whick have brought about new
procesacs and mede aveilable more effi-
cient, cost-reduciog machinery through
better control systems, faster operntion,
betler materials handling, ete.

More importantly, from o nggrepste
point of view, theve has been a broad-
ening of the Investment market deriv-
ing from the substantiol growth in
consumer demend for poods and serv-
ices, from the development of new
products, and from the growth of ex-
port markets. In addition to tachug-
logical considerations, poatwar inveat-
ment has been bolstered by the faver-
able financial climote arising from the
larga wolume of liquid assets, rising
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profita, aceelernted depreciation, and
the prenter financinl fAaxibilicy affordad
by spreading sales-laasebock and direct
rental programs,

Hiatorically, fachnolegics] advonces
have come to some extent in spurta and
have tended to counternct some of tha
cyclical instability in the mochinery in-
dustry. As competitors strive to take
advaniage of these innovaticnsin equip-
ment o in new processes o bulge de-
velops in expenditures for producers’
durnbles. When murkete are more fully
exploited, outlays fox these partionler
machines of courss taper.

In recent years oamong the Jfast-
growing aress in producers’ cdurable
goods bave beea vorious types of elec-
tronis and avtomation equipment. De-
mand for specielized iypes of these
installations to complate move quickly
and efficiantly taska formerly performed
by a considersbly larger input of human
resources—hoth physicel and mental —
oute pcross a wide arrsy of mining,
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induatrial, and eommercial octivities,
It has bean & major Isctor in the plent
and aquipment expanditures of n variety
of lines of business in recent years.

For more conventional &ypes of in-
dustrinl and business equipment, (he
postwor recessions—especially that of
1957-58—brought swbatantial retrench-
ment. To alorgs axtent this may refloct
the catching-up over & broad industrial
front, with the most pressing capacity
requirements as a result of the unusoslly
large volume of plont and equipment
additions since 1940. This has heen
agerovaied by a tendency for invest-
ment to “bunch up” durog bHueiness
rovivala; the 105557 capital poods
bpom is a ¢ase in point,

Sales recovery has heen relndively
good except for producers of “machines
to make machines,"” espacially in the
metal-working fisld; postwer aycles in
mechine tools have lasted for aeveral
yaors. It is possible thot the newer
processes of metal cotiing sad msial
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forming such as through electrical and
ghemicel reaptions may provide new
stimuli and smecth out some of the
extrame movaments in this field.

Structure of machinery industry

Manufacturing compnmes supplying
the maochinety market comprise an
industry aceounting for about 5 percent
of totol nedionsl income and & fifth of
unational memne originating in mana-
focturing. Of more Importence iz the
fock that the widely diversified products
of the indusiry are at the heart of
growth potentials of an industrial
economy. N

These products fall into two broad
groupe—aeleatrical equipment and non-
clectrical squipment. Output of eleo-
trical machinery companies eovers all
types of heavy sguipment for use in the
generotion and transmission of elec-
tricity, communications eqoipment, {in-
cuding rodios and television), house-
hold appliances, wire and eable, bab-
teriea and ignition eysteths, motora,
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lighting equipment, ste. MNonelectricel
machinery componiez also produce ap-
plinnees snd other consumer equip-
ment, but more particularly cater to
the equipment needs of manuincturing,
agricultural, eonstroction, mining, and
trade entarprises.

Total aalez for the electrical mg-
chinery producers in 1959 ron about
522 billion, and those of nonelectrical
machinery sbout %510 billion more.
Relative to 1929, prowth has been about
twice a8 grent in the electrienl ma-
chicery group as in the monelectricel
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group, but in tha postwar decads about
the eome in both arens.

Generally parallel movements in the
value of shipments by the twe major
segents of the machinery indusiry
hove beett charncteristic of the lasi
docnde.  This has beoen true in spita of
the tremendous growth of certain mora
publizized produsts nssveinted with the
industry.

During the 1957-88 period mochinery
producers” sales were bLeiler sustamned
then might be indicated by equipment
investment. Expenditures for pro-
ducers durabla goods declived mors
than 20 percent from the 1957 high to
the low point in 1958. For the ma-
chinery companies, the decresss was
about nsizth, Deliveries of machinory
tormed up o celendar quarter carlier
thon did investment. The latéer, Tur-
thermore, as earlier stoted is still some-
what undey previgus records in torms
of current snd constont dollers, Both
electrical and nonelestrical machinery
salea in Inte 1059, on the other hand,
wers well above previous highs in eur-
reet dolbare and slightly above in real
Lerine.

Increasing prices and costs in the
economy generally have their counter-
purt In  machinery manufacturing,
Pricea ol commodities produced by
these indusiries rose more in the cyclical
awings of 1955 onwmrd than did prices
of other durable goods. But here again
we hova the problema of messuring what
is really the sctun] change in price.

While there are numerons instances
of a high degres of concentration of
productive focilities in the indusiry, a
lmge proportion of totel output Is
in the honds of medium- and smnll-sizad
companies. This iz in part due to the
custom specifications for many machin-
ery products which do pat lend them-
selves to nssembly Yine techniques, As
a result, the industry utilizes relatively
Ligh labor inputs,

The electrical and nonelectrical sog-
ments of the industry have accounted
for o xising proportion of totel factory
employment over the long term, though
smployment 8 well ns demand has
undergons sharp fluetnntions during
eyelical periods of ¢change. TIn bath the
1953-54 and 1057-58 periods the ma-
chinery industriez necounted for mova
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thon o fifth of the decline in total
employment; the indirest effects of
declining investment wera also sigmfi-
cant,

Mechinery orders and investment

A high proportion of maochinery
manufacturers’ business ja In poods
maonufsctured to specification snd re-
guiring advance orders, yather than in
ihe type of goods which ¢an be procured
from stock. A comparison of the vari-
ous industries in this respect may be
obtnined by wsing the ratio of finished
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govde elocks to unfilled ovders ns a
critarion: A low ratic & indicative of 2
Inrge amount of goods produced only
on oeder rather then for atoel,

In manufnetwring, the Iowest such
ratio is in nireraft where finished gooda
are largely spare paris; at the opposite
end of the scale are pondurehle goods
industries such as food whers only a
mingr part of output is producad to
specifieation. The machinery group
has the lowest ratio, next to nireraft,
of the durable goods proup.

Equipment ploced on order with
machinery companiss uauglly entails
not only custom epecificatione but alzo
long production periods, with the order
precading the finnl delivery and com-
plete expenditure for the poods by
many months, New business received
by equipment manufacturers thus pro-
vides e leading indicntor of probable

A - 1=
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near-term  rends
producers’ durables.
A preciss mensure of thiz lend gnnnot
ba established sines new orders receivad
by machinery manuiscturers represent
total commitments, including defense
and consnmer gonds. Fan addition, the
unfilled orders position of mochinery
produgers will have a variable effect on
the length of lead. The wery high
backlog of businsss eguipment orders
in 1956 wns probably o factor in the

in investment in
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low in orders occwred in the firss
qusrier of 1358 o two quarters prior to
the low ia outlays for equipment. The
following recovery in new orders was
swift and by the second quarter of 1955
naw business had exceeded its previous
high.

Tlespite some distortions due o the
nncertgintiez in the supply of metals,
ordering of machinery in the second
balf of 1959 has exhibited strength,
suggestng further improvement in out-
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[onger load of new ovders over invest-
ment in 1957 than in the pealk peviods
of 1848 and 18531,

In the postwar period, machinery
new orders hovoe reversed direction st
least one calendar quorier shead of the
turn in expenditures for producers’
durables.  For exempls, incoming busi-
pess for machinery begon o decline in
tha third guarter of 1948 while invest-
ment continued to rise through the end
of the yaar; tha lend was also about two
calendar quariers in the 194% vpturn.
The onsct of the 1953 decling in ordas
occurted one quarter prior to tha
reveranl in copitol outleys, but hegan to
rize enrly in 1954 as expenditures con-
tinued to decling through the your.

Incoming new busginess for machinery
manufsciwers renched a peak in the
fourth querter of 195f—three qunrters
prior to the high in producers’ durables
gnd in total econocmic activity, The

loys for producers’ durables in the near-
term. A bagie yptread iz aleo shown in
the survey data on plant and equip-
ment expenditurez and » further rise is
anticipnted by business parly next year.
{Decomber 1959 Sorvey, p. 3.) The
improvement in demand for mavarfae.
taring equipment for the partod shaad
appears especinlly strong.

Backlogs lag in recovery

With 1ising investment, and with
consumer putchasing of applinnees at 2
record, tha eurrent inflow of orders
is being closaly matched by deliverias.
Copsequently, uanfilied ordarz have
grown ooly moderately sinca midyensr,
Backlogs ot the and of November on
muchinery producers' hooks totolad 315
billion, up $2 billion since she low at
the end of 1958 but me indicated in the
chazt atill down o similar nmount from
the peak ot the end of 1956,

Jaopuary 180

The continusd drop in backlogs for
soversl months after both now orders
and soles have turned up is character-
istic not only of machinery but of
the durable goods industrice generslly.
While new orders tarn up before snles,
the volume at that time is well below
avsn the depressed amount of sales, and
monthe of catching up is required.
Aleo, ot thie stage of the cycle there ia
considerabla unusad expacity and orders
for goods with short production lend
times con be quickly met. A2 the oui-
lines of the upsurn becoms clenrer, buai-
asasmen then move fo commit
themselves to larger and more complex
investment projecta,

Backlogs of electrieal machinery pro-
ducers have shorter cyclical duration
oand a greater vigor in recovery than
thigse of the nonclectrical group. End-
ol-Movember unfiiled orders for electil-
cal equipment at $10 hillion were about
oqual t0 the previous pesk in 1957,
while nonelectrical machinery backlogs
had not fully recovered.

Machinery companies’ backlogs have
not been keeping pace with the recently
growing rate of delivevies in sither mn-
jor group.  Unfilled orders-snles vatios
for the machinery indusiry as a whole
are now at 3.8 compaved with 4.8 in lade
1958. Deolines in the ratio for electri-
cal mnchinery have besn moderate in
recent months. In contrast, unfilled
orders-sales ratios in the nonelpotrigsl
machinery group have tended down-
ward and have been subject to the wide
Huetuations depicted in the chnrt.

Declines in baclklog-salea ratica reflect
not only seles and new orders, bot the
resalt of shortened delivery times. This
has been indicated by rocent surveys
which reveal rather substantial declines
in the delivery time required for o Iavge
number of machinery items, As nuto-
mation shd naw progesses become move
pervasive in the machinery industries
themselves, further shoriening of re-
quirad production periods may ba ax-
pected.

Inventories of machinery firmsa

The wide flusteations in demand for
fixed investment result in a history of
substantinl accumulntions and even
Inrger liquidations for the machinery in-
dusicy. These changes in inventory in~
vestment hove been disproportionntely
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loxge wnd thus contributed further to
the weriationa in total mvestment with-
in the economy.

Machinecy compadies hold some 10
percent of the boolt value of all nonagri-
culéural stocks {20 parcent of factory in-
ventovies). In each of the fivst two
postwar vecession Fewrn, muachivery
firms were responsibla for more thaa &
fifth of total husiness inventory de-
clines: In 1957-68, one-fourth of the in-
ventory redustion ocowred in the ma-
chinery industriss, Since the upturn in
early 1050 they have also nccounted for
about this proportion of the rise in
gtocks. In the earlia invenbory up-
swings, these firmos' actumulations were
proportionntely shout in line with the
total varintion.

Twning points in inventory hooi
values of machinery producers have
besn ecither coincidentzl or lagging
when compared with those for all menu-
facturing. The upturns in nonelectri-
cal machinery have more penerally
beon behind—possibly 8 reflection of
the lag in investment when compared
with tetnl activity during recoveries.

For botk electrical and nonelectrieal
companies thare appears to havs been
a lowering in recent years in stock re-
quirements per dollar of soles, Com-
paring thoe yonrs 1954 and 1958, the
stock-snles ratio for nll manufactoring
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indusbries combined was higher in the
latter perind; but lower in hoth machin-
ery aress. The shilt was most dis-
cernible in the radio-communications-
electronies component of clectrical man-
chinery ond in nanindustrial machinery.

Inventory nad sples movements last
year bave merved to reduce the size
differentin) of inventory-sales ratios in
the eclestrienl and Ehe nonelectrical
segments; the recent rotios stood at 1.9
for the former and 2.2 for the laitter
industry as compared to 2 and 2¥,
respectively, at the start of 1959,
These current rotios are abount az low az
at any time in the postwar period-—
pethaps artificinlly low due to the
combination of the surrent pesition in
the investrment cycle snd temporary
phortagea of primary metals.

Reduetion in the inventory-sales
ratics recently has contered lorgely in
purchssed matarials, & reflection of
the steslsirike situsation, There is
some indicetion, however, that in
recent yonrs mochinery monufacturers
have tonded to lower their purchosed
matarials and to inercsse stocks of
finished goods valative to enles. This
may veflect on one lLand a generslly
easier relptive supply situntion and on
the other a tendoncy for retailars to
ghift the emrrying of =tocks of appli-
anees back to the monufacturer,

Major Machinery Markets

THE WIDE divergenco in tha expe-
rionces of suppliars of various copital
goods markate in recent yenrs ia indi-
cated in the secompanying chort.
Vaorintions in tho sales and new orders
movemants of the six subgroups reflect
for the most part industrial differences
in investment demand, althonph de-
velopments arising from other demands
are sigrificant in ssme products.

That the demond for electronic prod-
wets #nd for office and store equipment
hog roflected streng growth and little
eyelieal swing in 1857-58 is evident in
suppliers’ sales, The rather steady
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growth in investment by tho electric
power companics iz veflactad in tha mild
eyclical seneitivity in the sales of the
eleetric genernting apparatus industry.
In others, the eyolical impaet is quite
evident. This is especially trus for
producers of special and gengrel in-
dustry machinery nud metalworking
squipment, given the sharp ups and
downs in manufacturing investment.
Bpecial industry compunies ore vow
experiencing o raeord rate of sales and
Bew orders.

In conirast, machine tool and other
metalwarking machinery producers’
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sples have shown considerably less than
full racovery in recent montbs, aithough
their rising new orders trend holds
promise of near-term fmprovement.

Mmdustrial mechinery

Producere of epecin]l industry ma-
chinery—ineluding squipment for the
food processing, textile, paper, printing,
andl weodworking industries—undergo
clear ¢yclical swinge. This industry
is about the most wvolatile of all the
machinery industries, reflecting not only
the wide Juctustions in menofasturing
investment but alsn the bighly apecinl-
ized nature of its products.

Az o further resuit of this specinliza-
tion, only a small proportion of salea is
mnde from stock, so that new orders
hove 8 distinct lend over sales—the
dnin suggest about 9 months, New
orders placed with the industry recently
hove been more than four-fifthe higher
than at the low point in sarly 19582, an
upswing which has broupht ineoming
business well above the previous high
in eardy 1967. Information availabla
on plant and equipment spending in-
tentions indicate that much of the
demand is origineting with the food,
textile, and rubber industrica whera
investment programs ave high in rela.
tion to past performanes.

Shipments of special indusivial ma-
chinary did oot begin 1o recover from
the 1987 conéraction until Inta in 1858,
lagging Dehind almost every mane-
Incturing indusiry. Since then, they
Lava reporied by far the lorgest relative
recovery., The achievement of record
sales has resulied in rising new orders
and bagldogs. The latter ave, however,
still about a gixth under tha record of
1956,

Turning to the peneral industrial ma-
chinery proups, recent szles nnd crders
veceipts record weaker recovery pote
terns than for any of the othera. De-
Iiveries of metslworking and other
typos of general indusirial tosls daciined
through all of 1958 with the nptwrn de-
Inyed until the beginning of 1059.
Recent shipments are nbout o sixth
below early 1957.

For mamufecturers of metalworking
ond genernl industry machinery the
oll-time high in receipte of new orders
oteurred in the fourth quarter of 1965—
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2. bunching atiribuiabie to fhe spurk
in ardering of new diez by automohila
manufacturers superimposed on top of
the widespread rise in demand for other
products of the industry,

Ordera pealad again in early 1957—
though 6 percent under the 1965 peak—
and then fell by more than o third to a
low in early 1953, Incoming business
has shown o fair pickup Ehis vear but is
still far below the pravious high. Orders
in this industry alse show a clear lead
ovar turns in sales—praceding reveranls
in sales by three or more quariers.

- Orders were substantinlly smaller
than deliveriss from lats 1956 through
the fourth quarter of 1858, Backlogs,
howaver, increased moderately during
1859. Dmate available for the machina
tool portion of the industry portray the
same pattern for both aales and orders—

BURVEY OF CURRENT BUSINESS

pencrally lower relative to business in
1956. In recent months new ordecs
for machine tools have shown soma
expansion, largely bacause of a sizable
inflow of orders from foreign buyers,

Generating and Eronsmission
equipment

The cyelical experiences of producers
of equipment for the geperation and
transmission of electricity have been of
moderate proportions. This hes been
due in lorge measure to tha rather
steady expoosicn programs of prime
tustomers—the elactric utlities. Flant
and equipment expenditures of those
Bel'vice companies rose steadily from
1845 to mid-1858, except for & brief
pause in 1884 end 2955, Turnipg
pointa in electrienl penerating end
irnnsmission equipment sales have gen-

Business of Machinery Producers
Unfilled orders in relation to sales
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grally preceded those in investment
expenditurez by the utilities, probably
¢ reflection of the continuing heavy
rosts ineurred in instolling such heavy
aruipanent,

Sales of electricsl generating and
teanamission equipment producerz re-
acted only miklly to the 1957-58 dovwn-
turn.  Sales recovered rapidly and are
currently well ebova the previous high,
with the new expansion programa in
genareting capacity an important fac-
tor.

While new orders for the industry
turped down early in 1956—about 6
months before the salea trn, thay ex-
ceeded deliveries by a wide margin,
with o consequent large buildup in
bockloga. Since early 1387 incoming
bueinese hos followed snles contouwrs
rather closely but ot slightly lower
lavels, Curremt bocklopa are about 15
percent under their earlier high.

Radio-communications=plecironin
equipment

The installation not only of lobor-
poving devices but of equipment capabla
of performing taska beyond humen capa-
bility within given limits of time has
heon given special impetua by postwar
pragrese in slectronic cquipment. Theae
fast-moving developments have eoin-
cided with an increasing flow of new
producis orising out of the rapidly ris-
ing expenditures fer resenrch. The
resulits have besn simable advances in
tochnology and a hastening of the ob-
soleacenco of oxisting business facilities,
The fundamental changes in defense
prograxms, with the emphasiz ehifting
sharply away hom wmanned sirernft
ioward bollistic missiles and space ve-
hicles, also coniribute importantly to
activity in the electrical equipment
industry.

It is litkle wonder then that manu-
fncturers of radio-communicstiona-elee-
tronie equipment have experionced o
sharply rising trend in business since
1955, with only & pause during the
1087 eontvaction in genersl activity,
Avnilabla data do not permit a separa-
tion of the compony data on salez nnd
new orders aecording to type of cus-
tomar. However, externg] information
indientes that the panss in netivity
which did oecur in late 1957 and enrly
1958 probabiy stemmed moze from de-
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clining tolevision demand than from
defenes or business programs.

New buamnveas placed with vadio-
commumications-clectronic  equipment
producers moved op in 1958 with an
especially strong pickup in the third
quacter. This occurred deapite 2 tem-
porary slowdown in the placement of
defense contracts as the mililary pro-

'ams underwent thorough review, Tel-
gvision demand on the other hand wos
strong with Inll output ab high rates.
Finally, business demand was higher
with rising investment programs plac-
ing relatively more amphasis on mod-
ernization and consequently oo Buto-
mation through electronic systams.

Oxders received by this group of
manufacturers haveremained well above
the value of deliveries since anrly 1958.
The consaquent growth in backlogs hes
heen slightly groater than the rise in
ghipmenis—for one of the faw instances
in the machinery induetries where un-
filled orders-sales ratios did nat dacline
fluring: 1959.

Deliveries by the radic-communion-
{iops-slactronics growp of companies
bave generally legged the fwrn in new
orders by 2 ealendar quarter or more.
Bales, after hesitating during the firse
quarter of 1959, rose substantially in
the second ond third quorters. Ship-
mente continned in good volume early
in the fourth quarter—opparently not
having bean seriously affected by steal
ehortagas.

Office and store machinery

Among nonelectrical machinery pro-
ducera there mre two major groups;
those monufecturing machines designed
for the produeiion of othar mnchines or
equipment and those producing equip-
ment for the more divect output of
goods or services,  [tis the latter group
which racorded more market atrength
in recent yesrs.  The culstapding per-
formance hare has been by the office
und store aguipment industry.

Sales of the group have had an
ghnost unbroken rise in the past 5
years, with the recent recession show-
ing up ounly in o retardsation in the rate
of growth, In part thia lack of ¢yelical
saneitivity reflcets the steady rapid
growth in the development of com-
puters ond new types of bookleeping,

SURYEY OF QURRENT BUSBINESS

caleulating, nod tecord-keeping ma-
chinery. Also important haa been the
somewhat contracyclical nintura of com-
mercial investment during the fifties
which has been in part a reflection of
the lag in this ares aa compared with
residential building.
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a9 to cut coats with new highly efficient
machinery and automated processes,
Another recent factor bos been the cen-
trel city boom in office construction
with the resultant decisions to instoll
new equipmant.

The value of deliveries by manufas-

Business of Muchinery Muwulacturers by Mujor Types of Equipment
New orders ond sales huve showw mixad pattores
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Thaeindustry has benefited twice over
from the changing population and buy-
ing babit patterns inkerent in the move
away frotn central city avens, Fuat,
there bas been the extensive counstrue-
tion of new atores and offices in the ex-
panding subuiban oreas.  Secondly,
downiown merchants have inpugurgted
intensive enmpaipms to construct new
structures and refurbish old ones as wall

burers of atore and office machinery bas
incrensed nbout a fourth over the past
year, New orders reccived have been
about in line with, or slightly below, the
value of deliveries in 1959, following o
continual excess in new orders through-
Gat 1958,

Current backloga of thess producers
aro about as high a2 2 year ago when
they set a recovd.
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Mher machinery

A quite different patiern of snles is
found for companies monufnctring
agricultural equipment. Here, sales rose
contracyclieally in 1953, surpassing the
former peak in 1952; farm oparators net
income in 1958 woes alzo the highest
#ince 1852, Form income fell sharply in
1959—the thivd-quarier vate was &b the
lowest point in the postwor period. As

SURVEY OF CURRENT BUSINESS

& result, new orders and soles of apricul-
tural mechinery peaked in the apring,
ond declined sizably during the remain-
der of 1959. Mew ordars placed with ag-
ricultoral mochinery companies have
had sharp flvetuatione but do nob dis-
play any well-defined lead over enles—
pozably due to the large proportion of
gnlez which is of standard models and
Btock items.

Joouary 1060

Shipments of construction and min-
ing mochinery producers—benefiting as-
pacinlly from tha read sonstmetion pra-
gramm ond the record outlnys for oil wall
drilling—established highs in 1956 and
again in the frat threa quarters of 1957,
Bnles fell mors than 4 third by mid-1958
ond then recovered—although not bock
to Gheir 1957 rates.

National Income Posts New Record in 1959

dustries, however. The effects of such
shortnges becnme progressively more
severe until lote in the fourth quorter,
when production turned up in these in-
fustries 28 the supply position hegan to
eage. ‘This sequenca of events may ba
traced in the ehart on page 11, in which
the course of wage poyments reflesta
the shifting pattorn of production from
month to month.

Data on the quorter just ended ave
far from complete, nnd the paiod was
one of ropid changs. It is clenr, how-
aver, that the sccond-hall movements
vovied & great deal from industry o

(Continued from page 12)

industry among the major metal-using
lings.

Motor vehiclee output in the third
quarter—down during the changeover
pariod—was substeotially unaffzcted by
matefala shorboges, and prodoetion of
the 1960 modela waa high during most
of Getober, Therealter, gssemblics to-
percd rapidly to a late November low.
An upiurn followed quickly, and by
roid-Decernber production was back
around preshortage velume, slowing
lor sorne seasonal ncrense. Despite
ihig comobaek, snto output and incoms
far tho second half of 1359 weras aff by
eomparison with Ehe frat balf of the year.

The effects of the stesl strike on other
uzer industries were much less marked,
as far as cen presently be judged. The
machinery industries appear to have
registered comporatively little changs
from the third quacter to the fourth,
and ware up overall from the first holl,
In fobricatad metals manyfacturing,
however, sctivity ond shipments ta-
perad through November, and 4 similpe
pattere characterized pozautomotive
tronaportation equipment. For these
two lines, tatol produstien in the second
helf doee not seem to hove differed
greatly from the rates nttained carlier in
the year.

Meoduelion of Elestric Eneray in 1953: Kevimd Daia for Foge S=26
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